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California Rice Millers (“CRM”) submits these comments pursuant to the Supplemental Scoping
Memo and Assigned Commissioner’s Ruling Updating Issues List, Schedule and Categorization, dated
August 22, 2007 (“August ACR”). As directed by the August ACR, these comments are organized
around each of the ten rate design issues set forth therein.

As members of the agricultural rate class, CRM focuses these comments on the rate design
issues as they affect agricultural customers. CRM’s comments below address only Category II (“Rate
Options™).

I Rate Options
A. Key Policy Issues

From CRM’s perspective, the key policy issues in this category, are:

Question 5: Should customers be offered a large variety, or a small number, of rate options?
CRM believes more rate options for the agricultural class is preferable to fewer rate options.

Question 2: Which tariffs should be voluntary, default with opt-out provisions, or mandatory?
CRM believes that dynamic pricing tariffs should be voluntary for agricultural customers.

Question 1: What rate options should be offered to each type of customer? CRM believes that a
variety of dynamic pricing tariffs should be made available to agricultural customers, including TOU,
CPP and RTP rates. However, for agricultural customers, TOU rates are the most likely to achieve rate
design goals, especially if TOU rates are modified as discussed below.

B. Substantive Comments On Key Policy Issues

In general, CRM believes that offering a variety of rate options for the agricultural class will
achieve the optimal combination of economic efficiency (i.e., promoting demand response and energy
efficiency) and equity (i.e., aligning prices with cost of service).

Each customers’ ability and willingness to provide demand response (DR) — by, for example,
shifting load to off-peak periods, reducing overall consumption, interrupting service at critical peak
periods —is dependant on a myriad of factors that are specific to each customer. To one degree or

another, customers face varying operational and practical constraints that discourage them from



responding to critical peak events, shifting load off-peak, or interrupting service. A rate structure that
elicits DR from one customer will not necessarily elicit DR from another. More rate options will allow
customers to find the rate option that is right for them based on their particular level of ability and
willingness to provide DR.

More rate options will also serve to reduce cross-subsidies within the class, and thereby make
the rates more equitable. A broadly-applicable rate schedule necessarily results in some customers
paying more, and some customers paying less, than the cost to serve them. A preferable approach
would be to offer a variety of more narrowly applicable rate options, which more closely reflect the cost
of service.

The availability of more rate options need not necessarily alter class revenues. As noted above,
some customers will pay more, and some will pay less, but class revenues could remain unchanged.
Admittedly, offering more rate options would increase the challenge of forecasting class revenues, since
it is difficult to know how many customers will opt for any given rate option. However, it seems
reasonable to expect that — following a relatively short introductory period during which customers will
explore different rate options to find the one that works best for them — customers will tend to stay on
whatever rate option they ultimately choose. Once this more or less static state is achieved, rate levels
would be adjusted accordingly (up or down) to satisfy the class revenue requirement.

As applied to agricultural customers, CRM believes any dynamic pricing tariffs should be
optional, rather than mandatory. Agricultural operations are frequently less able than others to provide
DR. A large portion of agricultural load is irrigation pumping. Unlike air conditioning loads, for
example, irrigation pump usage cannot be reduced incrementally (it is either on or off). This makes it
more difficult for these customers to find a reasonable balance between the costs and benefits of
providing DR. Furthermore, agricultural loads are generally tied to weather, water availability and crop
growing patterns, which are often seasonal. The agricultural customer cannot influence these factors,
and consequently his ability to provide DR is reduced. Moreover, the tremendous diversity of crops

grown in California means there is also a wide variation in usage patterns within the agricultural class.
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This variation in usage patterns makes it difficult to design fair and effective dynamic pricing tariffs for
all agricultural customers. To the extent that agricultural customers as a group have less ability to
provide DR, any mandatory dynamic pricing tariffs might have a punitive effect, rather than creating an
incentive to provide DR. Voluntary dynamic pricing tariffs are preferable.

Generally speaking, CRM prefers TOU rates as a means of achieving the goals of DR, energy
efficiency, and equity. Like other dynamic pricing options, TOU rates can be structured to more closely
align rates with cost-of-service (especially with the modifications discussed below). But unlike other
dynamic pricing options, TOU rates provide customers with fixed and essentially permanent rates upon
which they can rely for business operational and investment planning purposes. Consequently, TOU
rates encourage permanent, long-term DR, unlike CPP and RTP rates, which encourage temporary,
short-term DR. And, if current participation levels are any indication, the fact is that most agricultural
customers will be unwilling to embrace CPP and RTP rates, either because (in the case of CPP) the
lower prices do not sufficiently reward them for the perceived costs of interruption or (in the case of
RTP) lower prices do not sufficiently reward them for the accompanying price uncertainty and
volatility.

None of this is meant to suggest that TOU rates should be pursued to the exclusion of CCP and
RTP rates. Instead, TOU, CPP and RTP rates should all be arrows in the Commission’s dynamic
pricing quiver. As previously stated, we support providing more rate options for agricultural
customers, including a variety of TOU, CPP and RTP rates. But, at least for agricultural customers, we
believe that TOU rates are the most likely to achieve the goals of DR, energy efficiency, and equity, and
should therefore be the primary, but not exclusive, focus of future efforts to develop dynamic pricing
tariffs.

CRM strongly believes that the effectiveness of TOU rates in eliciting DR and promoting equity
could be substantially increased by moditying current TOU rates.

. Increasing the number of TOU rate schedules that are available would give customers a

greater ability to find a rate that suits their circumstances, and allow the Commission to



achieve greater DR. Larger customers might opt for a more complex TOU rate with
more time periods, which will send more precise and accurate price signals. Customers
who are able to shift load could choose a “super-off-peak™ TOU rate with greater
differentials between on-peak and off-peak usage. Other TOU rate schedules could have
different seasonal periods; different time-of-day periods; different rates for each period;
and different eligibility criteria.

Increasing the number of periods within a TOU rate — both time-of-day periods and
seasonal periods —is a possibility worth exploring. SCE’s and PG&E’s agricultural TOU
rates currently contain three time-of-day periods during the summer (on-, part-, and off-
peak), and two time-of-day periods during the winter (on- and off-peak); and they contain
two seasonal periods (summer and winter). Increasing the number of these periods
within the TOU rates would give the Commission greater control and flexibility in
establishing price signals and, therefore, better ability to elicit a response to those price
signals. Also, increasing the number of periods in the TOU rates will necessarily bring
the TOU rates into closer alignment with the cost of service, reduce cross-subsidies, and
foster equity in the rates.

Increasing the rate differentials between the TOU periods — from one time-of-day period
to another, and from one seasonal period to another — is another possibility. Under
current TOU rates, the differentials often are insufficient to motivate customers to
provide DR. Increasing the rate differentials would enhance the DR effectiveness of the
TOU rates.

It may also be useful to reconsider the timing and duration of the seasonal periods under
the TOU rates. PG&E’s summer season is currently 6 months long (May-October).
Shortening this summer season to June-September, while increasing the summer/winter
rate differentials, might achieve DR when it is most needed (June-September) while also

bringing rates into closer alignment with the cost of service.



While creating more TOU rate options, and more time periods within TOU rate options, will
necessarily increases the complexity of the TOU rates, we believe this is an acceptable trade-off. It
seems likely that any improvements to the DR-effectiveness of current tariffs will necessarily entail
some increase in the complexity of the tariffs. And we suspect that the modification of existing TOU
rates (with which most customers have some familiarity) will be less confusing than the introduction of
new CPP and RTP rates (with which most customers have no familiarity).

C. Agreed Or Disputed Facts

Two areas of factual inquiry that bear on the issues addressed above are: (1) the characteristics
of customers within the agricultural class, and (2) the impact of a given rate design on those customers.
While these two factual issues are relevant to the issues addressed in this proceeding, we hope and
expect that they can be addressed later, in subsequent proceedings involving development of actual
dynamic pricing tariffs. Since this proceeding will focus on the principles that will guide the
development of those dynamic pricing tariffs, CRM (and presumably other parties) will be discussing
theory and policy much more so than evidentiary facts. For this purpose, the comments and workshops
scheduled in this proceeding should be sufficient. If the comments and workshops reveal the existence
of determinative factual disputes that must be addressed in this proceeding, then hearings will be
necessary.

1I. Conclusion

With regard to the agricultural class, CRM believes that more dynamic pricing rate options is
better than fewer; voluntary dynamic pricing tariffs are better than mandatory ones; and TOU rates are
better than RTP or CPP rates.

We look forward to the opportunity to hear and respond to other parties comments on these and

other issues.
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DONALD J. LAFRENZ

CALIF PUBLIC UTILITIES COMMISSION
RATEMAKING BRANCH

AREA 4-A

505 VAN NESS AVENUE

SAN FRANCISCO, CA 94102-3214

JACK FULCHER

CALIF PUBLIC UTILITIES COMMISSION
RATEMAKING BRANCH

AREA 4-A

505 VAN NESS AVENUE

SAN FRANCISCO, CA 94102-3214

REBECCA TSAI-WEI LEE

CALIF PUBLIC UTILITIES COMMISSION
ELECTRICITY RESOURCES & PRICING BRANCH
ROOM 4209

505 VAN NESS AVENUE

SAN FRANCISCO, CA 94102-3214

SUH-YOUNG SHIN

CALIF PUBLIC UTILITIES COMMISSION
EXECUTIVE DIVISION

ROOM 5205

505 VAN NESS AVENUE

SAN FRANCISCO, CA 94102-3214
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